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The Sept. 11 terrorist attacks in New York and Washington have had serious repercussions on
the Mexican economy and on US-Mexico political relations. The attacks curtailed US consumer
spending and travel, which have depressed the Mexican manufacture and tourism industries the
leading sources of new jobs for most Mexicans.

Some forecasters expect negative GDP growth in Mexico
The Mexican economy, already weakened by a slowdown in the US in the first half of this year, is
expecting zero or even negative growth this year because of a projected recession in the US in the
last several months of this year and perhaps into 2002. The poor forecasts for the US economy are
tied directly to the terrorist attacks, which have significantly eroded US consumer confidence.
The Conference Board, a US organization specializing in measurements of the business cycle, said
that during September its measure for US consumer confidence suffered its worst decline since
October 1990.
Analysts say a slump in US consumption has repercussions for Mexico, especially since the North
American Free Trade Agreement (NAFTA) was implemented in 1994. "We're in the same boat as the
United States. That's the bottom line," economist Jonathan Heath of LatinSource in Mexico City told
The Dallas Morning News. "If the US is finally in a recession, and if it drags on for a while, then we
can expect the same thing for Mexico."
Economic forecasters are divided on how much Mexico's economy will fall during the next several
months, but all agree that GDP growth levels will drop to at most a fraction of 1%. "Our economic
projections are that Mexico's GDP growth will be minus 1.3% in the third quarter and minus 0.8% in
the fourth quarter," BBVA-Bancomer said in its latest forecast. The projections for the second half of
the year would result in GDP growth of only 0.6% for all of 2001, it said.
Other organizations like the Centro de Analisis y Proyeccion Economica para Mexico (CAPEM)
foresee an even greater decline in 2001. CAPEM president Antonio Castro Quiroz said the Mexican
economy would not experience any growth this year, but would actually contract by 0.3%. Some
members of the private sector have criticized Fox's administration for failing to adopt an adequate
plan to deal with the economic downturn related to the crisis.
"We cannot detect in Mexico a clear government strategy to address the situation," said a statement
by four of Mexico's leading banks, Banamex, Bancomer, Scotiabank Inverlat, and Bital. But others
blame Mexico's economic policies during the past dozen years, which have fostered an unhealthy
reliance on the US. "Mexico's excessive dependence on the US, in social, economic, political, and
even cultural matters, prevents us from reacting autonomously to the crisis," said Fernando Correa
Mota, president of the Asociacion Nacional de Industriales Exportadores (ANIERM).
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The Fox government is attempting to ease the concerns of the financial markets and the Mexican
Congress. After a meeting of Fox's economic cabinet, the president's chief aide Eduardo Sojo Garza
announced steps to strengthen the domestic economy, including a commitment to maintain a tight
fiscal and monetary policy and push through reforms of the telecommunications, labor, energy, and
tax structures. These measures, said Sojo, could help Mexico become a "safe refuge" for foreign
investors. "We must take care of the fundamental aspects of the economy to become a safe location
for investments amid the uncertainty that prevails at the global level," Sojo told reporters.
The Fox administration faces an uphill battle if it is to attract more foreign investment. Recent
statistics published by the daily business newspaper El Financiero show that direct foreign
investment in Mexico during January-June amounted to only US$3.98 billion, down about 19% from
the same period in 2000. The newspaper said the decline in direct investment is attributed directly to
the weakness in the US economy, which has prevailed since the end of 2000.

Slump in manufacturing hurts maquiladora industry
The slump in US consumer spending has slowed Mexican manufacturing activity and will
particularly affect the motor vehicle and maquiladora industries. Cesar Flores, an executive with
the Asociacion Mexicana de la Industria Automotriz (AMIA), said Mexico would have to adjust
its export projections to the US, since auto sales have slowed significantly north of the border. But
Flores said the exact reduction would not be known for some time. AMIA statistics showed that auto
exports were already down more than 10% before Sept. 11 (see SourceMex, 2001-09-19).
Another problem for auto assembly plants and other manufacturers in Mexico is a slowdown in
production, caused in part by the delay in US shipments resulting from tightened security on the
US-Mexico border. "We've had to slow our production because of the delay in receiving materials
from the United States and Canada," said Juan Antonio Garcia, spokesman for Ford's Mexico
operations.
The delays are particularly bad for the maquiladora industry, which imports more than 90% of
the components used to assemble the final product. The final products produced at Mexican
maquiladora plants are facing even longer delays at the US-Mexico border, since US authorities are
carefully inspecting all incoming shipments.
The long-term health of the maquiladora sector will depend on the speed with which US consumers
regain confidence and resume purchases of such items as electronics. "A key element to consider
in the next weeks or months is the consumption patterns of families in the US," said a report from
BBVA-Bancomer. "The majority of our exports to the US are durable goods like automobiles,
televisions, and electronics, and purchases of these products will most likely be delayed if fear and
uncertainty prevail among US consumers."
The maquiladora sector, which eliminated more than 60,000 jobs between the end of 2000 and the
middle of 2001, had already been hit hard by the slowdown in the US economy (see SourceMex,
2001-08-22). "We predict negative growth for the maquiladora industry this year. It will be the first
time in history," said Rolando Gonzalez Barron, president of the Consejo Nacional de la Industria
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Maquiladora de Exportacion (CNIME). The CNIME and other organizations representing the
maquiladora sector have asked the Fox administration to take emergency steps, such as a tax
amnesty, a loan package, and other financial aid, to help the industry weather the slump in sales.
Jose Almaraz, president of the Asociacion de Maquiladoras de Nuevo Leon, warned that more
layoffs were imminent in three or four weeks unless the government provided emergency aid to the
assembly plants.

Tourism suffering significant losses
The tourism sector, which had managed to weather the recent US economic slowdown, went into a
tailspin in the aftermath of the Sept. 11 attacks. The use of commercial airplanes by the terrorists to
destroy the World Trade Center in New York and severely damage the Pentagon near Washington,
DC, left many US citizens reluctant to travel domestically, much less overseas.
Because of slowing business, Mexico's two major airlines, Aeromexico and Mexicana, have been
forced to curtail flights to the US (see SourceMex, 2001-09-19). The two airlines also report a decline
in the number of Mexicans seeking to travel to the US. The repercussions for the tourism industry
are significant, since 85% of foreign visitors to Mexico arrive from the US. The Confederacion de
Camaras Nacionales de Comercio, Servicios y Turismo (CONCANACO-SERVYTUR) said that onethird of the hotel rooms that had been booked for September-December have been canceled. The
cancellations, and the lack of new bookings, are expected to result in daily losses of US$4.35 million,
sources for the organization said.
The slump in tourism is especially affecting resorts that rely on air travel to attract tourists. One
such resort is Cancun, where tourism authorities are calling the current crisis the worst in the city's
history. Almost 75% of the tourism-related earnings in Cancun are generated by US and Canadian
tourists, authorities said, with activities like sports fishing and boat tours down significantly.
Domestic tourism is also expected to suffer with the downturn in the Mexican economy. "If
our economy slows sufficiently, we could see a downturn in demand for domestic flights," said
Aeromexico marketing director Alejandro Yberri.

Foreign relations secretary ignites political firestorm
Foreign Relations Secretary Jorge Castaneda was quick to offer unqualified support to the US in
the aftermath of the Sept. 11 terrorist attacks. Castaneda defended the right of the US to avenge the
attacks and said that Mexico "should not hold back its support" for its northern neighbor. "Now is
the time for...solidarity and cooperation with the US government, closeness with our allies in Latin
America and in other parts of the world to define a common position and follow the stance of the
United Nations Security Council," Castaneda said in an interview with the daily Reforma.
Castaneda was immediately criticized by the Mexican Congress for being so quick to offer support,
particularly when this implied that Mexico could physically join the "war against terrorism"
declared by the administration of US President George W. Bush. Castaneda received the strongest
criticism in the Chamber of Deputies. "This is a delicate case," said Deputy Marti Batres, a member
of the center-left Partido de la Revolucion Democratica (PRD). "We could become a party to a war
that is not even ours."
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The legislative delegations of the PRD and some factions of the long-governing Partido
Revolucionario Institucional (PRI) drafted resolutions urging Fox to remove Castaneda from his
post, saying he "has become a danger for Mexico's international relations and its stance in favor of
peace." Fox's center-right Partido Accion Nacional (PAN) stopped short of calling for Castaneda's
ouster, but criticized the foreign relations secretary nevertheless. PAN Deputy Tarcisio Navarrete,
who chairs the foreign relations committee (Comision de Relaciones Exteriores) in the Chamber of
Deputies urged Castaneda to tone down his statements.
Castaneda also received his share of criticism in the Senate, which has a stronger role in foreign
policy than the lower house. "[Castaneda's] declarations demonstrate how far one can go to gain
the approval of the US, at the cost of creating great confusion in Mexico," said PRI Sen. Silvia
Hernandez. In the aftermath of Castaneda's statement, the PRD, PAN, and PRI delegations in the
Senate issued a joint statement rejecting any effort by Mexico to offer military support to the US.
There were some rumblings about Castaneda's statements in Fox's Cabinet, but Interior Secretary
Santiago Creel and other ministers denied any discord. Creel reassured senators that Fox would
consult the Senate on any important decisions related to Mexico's involvement in the US campaign
against the terrorists. "We are going to work closely with Congress to ensure that we speak with a
single voice in denouncing violence, terrorism, subversion, and the use of arms to promote change,"
said Creel.
The meetings between administration officials and congressional representatives yielded an
agreement that Mexico would reject the use of its troops in any US operations and would work
closely with the Organization of American States (OAS). The Fox administration is urging the US to
work with international organizations to craft a response to the attacks. "We absolutely would feel
more comfortable if the United States moves within the framework of the United Nations or other
multilateral organizations," said a high-ranking official in Fox's government. "President Fox feels
very strongly that the United States has been attacked terribly in a way that can't be ignored. But we
must find a way for this to be handled within the framework of our traditions."
Even though Congress has asked the Fox administration to remain at arms length from US actions,
some experts say the close relationship between the two countries has drawn Mexico much
closer to US policies than it had intended. "Some voices are saying that this is not our battle, that
Mexico should remain at a distance and not take sides," said Mexico's former UN ambassador
Andres Rozental, a half-brother of Castaneda. "For me, Mexico has little choice. US public opinion,
government, society have said, 'You're either my friend or my enemy; you're either with me or
against me,'...And I say we have to be with them."
Political analyst Primitivo Rodriguez said Mexico would be watching out for its long-term interests
by continuing a close relationship with the US. "Mexico has to decide how generous it will be to
the United States in its time of need so that the US will be generous to Mexico down the line," said
Rodriguez. "This is the first time since World War II that Mexico has faced the question of what to
do if the US asks it to support military action." Still, the sentiment is overwhelmingly against the
use of Mexican military forces in any US armed intervention in the Middle East. "Mexico's vital
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interests are not at stake in Afghanistan," said columnist Augustin Gutierrez Canet in El Universal
newspaper.

US immigration reform becomes secondary issue
Long-term immigration policy has also been affected by the Sept. 11 incidents. The US focus on a
response to the terrorist attacks has diverted attention away from the dialogue on an immigration
agreement, which Fox and Bush had begun during the Mexican president's visit to Washington
in early September. During the visit, Fox challenged the US to work with Mexico to complete an
agreement by the end of 2001.
The Mexican president had extracted a commitment from Bush that immigration was a "priority"
for his administration, but this issue has now become secondary. Among Fox's proposals were
the "regularization" of millions of undocumented Mexican immigrants already residing in the US
and easing the tight vigilance along the US-Mexico border, which led to programs like Operation
Guardian and Operation Gatekeeper.
The US Congress, which had been prepared to consider proposals to ease immigration restrictions
on undocumented Mexicans, has instead turned its attention to a plan to tighten access to the
US along its borders with Mexico and Canada. "We have known for a long time that we have an
immigration problem here that is being taken advantage of by terrorists," said Sen. Jon Kyl (R-AZ).
"The reality is, we have never paid as much attention to that as we should." The focus on tightening
the borders could delay all the proposals pushed by Fox. "Migration talks are, for the time being,
defunct," said Steven Camarota, director of research for the Center of Immigration Studies, which
describes itself as a nonpartisan think tank opposed to increased immigration.
But some immigration-rights advocates are intent on preventing the issue from being totally
overshadowed by the government's anti-terrorist measures. "Things will definitely be much harder
to get passed, but it's too soon to say, 'Throw in the towel,'" a Democratic aide in the House said in
an interview.
A Los Angeles Times editorial said the issue cannot be ignored for too long. "Once the world returns
to some semblance of normality, we must revisit the debate on how to contend with the estimated
3 million Mexicans already living illegally in the United States and the estimated tens of thousands
who will cross the border in search of work next year. Again, regional stability is at stake," the
newspaper said. In an ironic twist, more than 640 Mexicans residing in New York City, many of
whom lack legal immigrant status, have asked the Mexican consulate in that city for papers to return
to Mexico.
The daily newspaper El Universal reported that many of those requesting documentation are
concerned about the threat of war in the US and a deteriorating economic climate in the city. Many
undocumented Mexicans in New York were working in restaurants and other service industries that
cater to tourists. These industries have suffered because the Sept. 11 attacks have sharply curtailed
the number of domestic and foreign visitors to New York City.
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The tighter US restrictions along the Mexican border have provided an unintended benefit to the
US government's war against drug trafficking. Mexican and US law enforcement authorities report
that drug seizures have dropped to almost zero because of the beefed-up presence of US Customs
Service and National Guard troops along the border. "They just aren't pushing the drugs right now,
but that may change in the upcoming days as they have products stockpiled that they need to get
to their markets," said Vince Bond, a spokesperson for the San Diego region of the US Customs
Service. (Sources: Proceso, 09/16/01; The News, USA Today, 09/18/01; Notimex, 09/13/01, 09/16/01,
09/19/01; Reuters, 09/15/01, 09/17/01, 09/19/01, 09/21/01; The Washington Post, 09/21/01; Associated
Press, CNI en Linea, 09/18/01, 09/24/01; The Dallas Morning News, 09/06/01, 09/19/01, 09/21/01,
09/24/01; Copley News Service, 09/24/01; The San Diego Union-Tribune, 09/25/01; Reforma,
09/13/01, 09/17/01, 09/18/01, 09/20/01, 09/21/01, 09/25/01, 09/26/01; La Cronica de Hoy, 09/13/01,
09/18/01, 09/19-21/01, 09/24-26/01; El Financiero, 09/13/01, 09/18/01, 09/19/01, 09/20/01, 09/24- 26/01;
Novedades, 09/17/01, 09/20/01, 09/21/01, 09/25/01, 09/26/01; Excelsior, 09/18/01, 09/19/01, 09/21/01,
09/24- 26/01; Los Angeles Times, 09/18/01, 09/20/01, 09/24/01, 09/26/01; El Universal, 09/19/01,
09/20/01, 09/21/01, 09/24- 26/01; Milenio Diario, 09/20/01, 09/21/01, 09/24-26/01; La Jornada, 09/20/01,
09/21/01, 09/26/01

-- End --
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